Introduction
The Korea-Australia Free Trade Agreement (KAFTA) is a world-class, comprehensive bilateral agreement that substantially liberalizes Australia's trade with Korea, its fourth-largest trading partner. The KAFTA eliminates or reduces barriers to investments and trade between Korea and Australia. This benefits Australian businesses that seek to export Australian goods to Korea or want to import Korean goods for sale in Australia. Also, it protects and enhances the competitive position of Australia's goods and services businesses in South Korea, while protecting and promoting investment in both directions. According to the Australian Department of Foreign Affairs and Trade, its objective in the negotiations was to put Australian exporters on an equal footing with United States and European Union competitors, which had obtained improved access to the South Korean market through their own free trade agreements. As such, its helping level the playing field for Australian exporters competing with those from the United States, the European Union, Chile and the Association of South East Asian Nations (ASEAN), who benefit from existing trade deals with Korea. It is in agricultural exports that Australia might do well in Korea, and be able to compete with the U.S. According to the Australia-Korea Business Council (AKBC), some tariffs will be removed immediately while others will be phased out over time. It has achieved significant improvements in bi-directional tariff reduction on goods between Australia and Korea. By 2033, 99.7% of Australian exports will be tariff free, and by 2021, 100% of Korean exports will be tariff free. To help some market segments adjust to this new regulatory framework, certain tariffs will be eliminated progressively, including some on motor vehicles and parts, steel, chemicals, plastics and textiles, and clothing and footwear products. Australian exporters gain significantly improved market access in goods, with tariff elimination on nearly all Australia's current exports by value based on the agreement. Under KAFTA, Australian services providers receive the best treatment Korea has agreed with any trade partner. Based on the agreement there is removal of tariffs on Australia's major exports to South Korea, including beef, wheat, dairy, sugar, wine, seafood, oil seeds, grapes, cherries, mangoes and manufactured goods. As a result of signing the KAFTA, some sectors are facing increased competition of imports from South Korean products and services, such as motor vehicles and parts, steel products and textiles, clothing and footwear. However, this is in line with the progressive liberalization already under way in the Australian economy. As said by Barnaby Joyce, the Minister of Agriculture, modelling by the Centre for International Economics reveals that the agreement would double Australia's beef exports to Korea by 2030 and expected to be worth an extra $846m a year as reported by the guardian on 5 th December, 2013. This reveals a great prospect of the KAFTA. The purpose of this paper is to empirically analyse the effect of the KAFTA on the trade structure between Korea and Australia during 2012-2015. Thus ascertaining the impact of the agreement on trade between the two countries. The study reveals the changing nature of the trade structure of both countries with regards to the import and export structural factors of all items. In free trade agreements such as this, it quite a great deal to know which items contribute to the trade balance of the countries involved. The study seeks to throw more light on the items that contribute to the trade balance of the respective countries under the KAFTA. This can either be a positive or a negative contribution on the trade balance of Korea or Australia. Considering the items spelt out under the KAFTA, this study helps to determine which items/products are either specialized for export or imports, thus an indication of comparative advantages that one country enjoys over the other. Despite, an indication of import or export specialization of items from both countries in either markets, the paper provides the degree (high/low) import and export specialization indexes of the various items. Under the KAFTA, it's good to know whether such an agreement is going a long way to bring about a trade balance or imbalance as barriers to trade such as tariffs are removed. The comparative advantage that one country enjoys over the other is known before and after the KAFTA as the paper advances. Finally, the paper shows a great deal of trade interdependency between the two countries and whether the KAFTA is helping to boost trade between Korea and Australia and the rest of the world. This paper is structured as follows. First and foremost, section 2 reviews previous domestic and international studies related to Korea and Australia trade relationship and the FTA of both Korea and Australia. Secondly, the third section looks at the past and present trends in trade between Korea and Australia, and their individual trade with the rest of the world. The next section deals with the empirical analysis of the data considering the trade between Korea and Australia using trade indexes such as the Trade Specialization Index(TSI), Grubel-Lloyd/Inter-Industry Trade Index (IIT) and Contribution to Trade Balance (Index). The final section summarizes the results and conclusion which presents a possible direction for future research.
Literature Review

Review of Previous Domestic/International Studies Related to Korea-Australia FTA
Currently, there are few studies on the KAFTA. However, scholars have conducted a great deal of research about trade between Australia and Korea and their individual trade competitiveness. This paper is unique as it touches a new area where most research and academic studies haven't focused much on.
Sharma (1999) investigated and identified the determinants of the inter-industry variation in IIT in the pre and post-liberalization period in Australia. They showed that industries which experienced a sharp fall in protection are the industries with the higher levels of IIT. In their work they used econometric evidence to suggest that intra-industry trade is negatively related to the level of protection and foreign ownership in the pre-liberalization period. In the post-liberalization period, they however, suggested that industries which are able to exploit economies of scale are the industries with the higher levels of IIT. Zhuang et al. (2007) , used the general equilibrium model (a multiregion GTAP model) to examine the effects of the Korea-United States FTA (KORUS) on various sectors of the economy under two different scenarios in the two countries. They discovered that the KORUS FTA, a bilateral trade between the United States and South Korea could increase through both inter-industry and intra-industry trade. 
